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July 15, 2010
Emergency Board Meeting
Report on Medicaid for Fiscal Year 2010

32 V.S.A. § 305a(c) requires a year end report on Medicaid and Medicaid related expenditures
and caseload. In January the Emergency Board is required to adopt specific caseload and
expenditure for Medicaid and Medicaid-related programs. Action is not required at the July
meeting of the board unless the Board determines a new forecast is needed as resuit of the year-
end report. Staff does not recommend a new forecast as the year-end expenditure information
does not at this time indicate a revision to the forecast. However issues related to the Federal
Medical Assistance Percentage (FMAP) may significantly impact the FY 11 budget.

This report contains the following:

Year End Summaries:

e Summary of Enrollment
e Summary of Total Expenditures
e Global Commitment Fund Summary
e Catamount and State Health Care Resources Fund Summaries
e Catamount Fund Detail
e State Health Care Resources Fund Detail
Key Issues

The data in this report reflects current estimates to date. There may be changes as the financial
close out for fiscal year is completed and finalized. If necessary, significant changes will be
included in a subsequent revised report.

Enrollment: Actual FY10 enrollment appears to have ended mostly on target in almost all
eligibility groups. Overall total enrollment was 0.35% above the target adopted for FY10 in
January of this year. New enrollment estimates for Federal FY 11 will be made in September, the
consensus process for that is underway. The trend analysis thus far is indicating continued
growth in the adult category, particularly the VHAP program the program that we expect the
greatest volatility in as a result of economic factors. At this point, little impact from the federal
health care reform is anticipated in the current FY 11 enrollment estimates, but as we look ahead
such impacts will continue to be analyzed.

Expenditures: Final close out is not complete in all departments but we appear to be essentially
on target overall for FY 10 expenditures. Areas where spending is below expectation, such as
long term care, will carryforward funds for FY11 needs. The FY 11 budget reflects the totals
included in the budget as passed. Approximately $17m (gross) of funding reductions were
estimated with the passage of the Challenge for Change implementation bill. These in addition to
any other challenge funding reductions, will be reflected in the total as the appropriations
adjustments are made as authorized in the Challenge bills. All of the Catamount enrollees
between 200%-300% of the Federal Poverty Limit (FPL) are now included in the Global
Commitment Waiver.

VT LEG 248543.1



Global Commitment Fund: The Global Commitment Fund (GCF) is on target to close FY10
with the $43 million (gross) balance expected in building the FY11 budget. We may modestly
exceed this target once all departments are closed out. Under the GC waiver the state draws
federal funds by payment of set actuarially determined rates to the managed care organization
(MCO). FY10 cash capitated payments reflect the full current-year per-member per-month
payment obligation. As a result, the FY11 capitation payments do not assume any payments for
prior years (as was the case in FY09 and FY10) other than technical adjustments associated with
retroactive enrollment. Over July and August, the actuary will be analyzing the most recent
expenditure information. The Agency of Human Services, in consultation with the Agency of
Administration and the Joint Fiscal Office, will be setting the Global Commitment actuarial rates
for federal fiscal year 2011 in August; the rates are due to CMS on or before September 1. This
analysis will further inform any revisions that may be required for the FY11 estimates and
developing the initial FY12 estimates in January.

Catamount Fund: FY10 revenues in the Catamount Fund were below expectations primarily to
lower than expected premium revenue being collected. The cause of this is not yet understood
will continue to be analyzed. Instead of ending FY 10 with $730k balance, FY10 has a $110k
deficit. This results in an $800k+ deficit in FY11 which may increase if the premium issue
described herein reflects a new baseline versus a one-off timing event.

State Health Care Resources Fund: The FY10 balance is estimated to be $3.9m which is
$2.6m higher than the amount anticipated in the budget. This is mainly because cigarette tax
revenues and legal settlement revenues came in higher than expected. This $2.6m will be
available in FY11. The main reason FY11 revenues in total are estimated to be significantly
higher than in FY10 is the change in the base year for the hospital provider tax that was included
in the budget this year.

Federal Medical Assistance Percentage (FMAP): The budget assumed an extension to the
enhanced FMAP until the end of state fiscal year 2011. The total estimated value of the
enhancement was $62.264 million. These funds were removed from the budget and placed into
the human services caseload reserve and will be allocated from the reserve if a federal extension
is enacted. Without an extension the funds will be restored to the Medicaid programs and the
allocations will not go forward from the reserve.

In addition to the allocations not being funded, one other issue that we are facing as a result of
not having an extension is the base estimate FMAP for FY11 and the impact of the our actual
unemployment rate. The assumption for the FY 11 base FMAP assumed we would remain in the
highest adjustment tier under ARRA for the first two quarters of this year. The good news is our
unemployment rate did not stay at the level that would have allowed us remain in this tier. The
bad news is we are facing a 0.56% increase in the state share from 35.67% to 36.23% which is a
$6.8 million increase in state fund need. Extension of the enhanced FMAP would eliminate this
problem, if an ARRA extension includes language continuing the unemployment hold harmless
provision which expired effective July 1, 2010.
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